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Preface 
Should the United States Constitution be amended to require a balanced federal budget? 
What are the implications of such an amendment? 
Facing record deficits annually and a federal debt that now exceeds $1 trillion , it is understand­
able why interest in an amendment to the Constitution on this subject should be so great. Other 
methods of achieving this result have not worked. 
Few - if any - question the desirability of balancing the federal budget at this time, but the 
question is how and with what effects. 
On August 26, 1982, The Strom Thurmond Institute of Government and Public Affairs at Clemson 
University convened a panel of experts for a discussion of the proposed balanced budget amend­
ment. Senator Strom Thurmond (R-SC), principal sponsor of the amendment before the Congress, ap­
peared on this program with Senator Patrick Leahy (D-Vt) , a leading opponent of the measure. They 
were joined by two Clemson University faculty members, Professors James Hite and Richard McKenzie, 
both of whom have studied and written extensively on economic policy. The panel was moderated 
by Annette Estes, news commentator of WSPA-TV, Spartanburg, South Carolina. 
We are grateful to these participants for the insights they brought to the discussion of this impor­
tant issue and for the interest they generated in the aftermath of this program among their audience. 
This discussion places the whole matter of the proposed balanced budget amendment in a clearer 
and more understandable perspective, and it is for this reason that we believe these proceedings will 
benefit the reader in reaching some conclusions as the debate of this issue continues. 
Horace W . Fleming, Jr. 
Director 
The Strom Thurmond Institute 
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Opening Remarks 
Ms. Estes 
I am very happy to be here on the campus of Clemson University today among such distinguished 
guests on my right, my left, and in front of me. I want to welcome you to this program sponsored by 
The Strom Thurmond Institute of Government and Public Affairs. 
A lot of people I have talked to - whether they be politicians or economists - agree that we 
need to balance our federal budget, that federal deficit spending is what got us into the economic 
mess we are in today. When I say that, I don't point the finger at any administration. But there is some 
controversy on how to accomplish a balanced budget. 
In fact, the legislatures of 31 states have passed resolutions calling for a constitutional convention 
that would propose an amendment to our federal Constitution requiring a balanced federal budget. 
That is what we are going to talk about today. If 34 states make such a call - just three more, as it 
now stands - then a convention might be required. It would be the first constitutional convention 
since the one that wrote our original document. 
It all began at the grass-roots level. The call for a balanced budget amendment has been heard by 
Congress. The Senate just recently passed such an amendment, sending it to the House of Represen­
tatives where it is now under consideration in the House Judiciary Committee. 
The principal sponsor of the amendment in the Senate was Senator Strom Thurmond, our senior 
senator and Republican of South Carolina. Senator Thurmond, who is President Pro Tempore of the 
Senate, Chairman of the Senate Judiciary Committee, and ranking majority member of the Armed 
Services and Veterans Affairs committees, is here with us to discuss the proposed amendment. 
Also with us today is Senator Patrick Leahy, Democrat of Vermont, who has been a leader among 
those opposed to the amendment. Senator Leahy is a member of the Senate Appropriations Committee 
and the Judiciary Committee, the Agriculture Committee, and the Select Committee on Intelligence. 
Joining Senator Thurmond and Senator Leahy today in the discussion are two Clemson University 
faculty members, Dr. Richard McKenzie, Professor of Economics and a widely published author 
whose most recent book, Bound to be Free, makes a strong argument for the balanced budget 
amendment. So, by now, you have figured out who is for the amendment and who is opposed to it. 
Also joining us is Dr. James C. Hite, Alumni Professor of Agricultural Economics and Rural Sociology, 
who is also the author of several books and editor of The Review of Regional Studies. Professor Hite 
opposes the amendment. 
Let us begin with each participant explaining his position and his reasons for holding it. We shall 
begin with Senator Thurmond. 
Senator Thurmond 
Thank you very much. First, I would like to take this opportunity to welcome to South Carolina 
the able and distinguished senator from Vermont, a member of our Judiciary Committee, Senator 
Leahy. He has come down from up in Yankee-town, but I tell him that the Yankees come South and 
make the best Southerners you have ever seen. I hope he will feel at home here. 
I am also pleased to be on this program with Professor McKenzie and Professor Hite. 
I am strongly in favor of this constitutional amendment. From my experience in the Senate in 28 
years, I am convinced it is essential that we adopt this amendment if we are going to balance the 
budget and keep it balanced for any length of time. For the last 21 years, the budget has been balanced 
only one time; in the last 25 years, only two times; and in the last 51 years, only six times. The Con­
gress has not shown the restraint necessary and exercised the discipline necessary to balance this 
budget. 
Now, I realize there are pressures on the congressmen from all sources to spend, spend, spend. 
Our own constituents come up with different programs and urge that we balance the budget and stop 
spending, "but please let my program go through." That is the thought of so many of them. With the 
pressures on the Congress, it seems to me we are really protecting the members of Congress 
themselves if we adopt this amendment. Then, a member of Congress can tell his constituents that the 
Constitution requires a balanced budget. 
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Now, some people say, "Well, that is not necessary. Just pass a statute." We tried that in 1979 
when Senator Harry Byrd of Virginia and Senator Charles Grassley of Iowa, who was then in the 
House of Representatives, were the authors of a statute to provide that our expenditures would not be 
greater than our receipts. It did not work in 1980 nor in 1981, and in my judgment it will not work in 
the future. A statute passed today can be superseded by another statute passed tomorrow. With the 
Constitution, however, it is different. That is the fundamental, permanent law of the land, and it has to 
be obeyed. When a person becomes a member of Congress, he holds up his right hand and swears to 
uphold the Constitution of the United States. This is essential and necessary. 
So, ladies and gentlemen, we have got to stop this big spending. No individual could stay in 
business who operated his business as the federal government has done for the last 30, 40, or 50 
years. No corporation could do it, and no government can do it. We are headed for a disaster unless 
we stop this big spending. The interest alone today is over $100 billion a year, which is as much as the 
whole budget was in 1962. In 1962, the federal budget was $100 billion. Nine years later, it jumped to 
$200 billion, four years later to $300 billion, and from then until 1981 it jumped another $100 billion 
every two to four years. In 1981, it was more than $600 billion. 
Federal spending just keeps rising and rising. In my judgment, it will take a constitutional amend­
ment to stop this big spending. The government spends 20 percent of the gross national product. This 
is one out of every five dollars that the government is taking of your money. In my opinion , we have 
got to fix it so the budget will have to be balanced if we are going to preserve this nation. It is almost as 
important to maintain a strong economy as it is to maintain a strong defense. Both are essential to 
preserving our nation. 
Now, this amendment does several things. It provides that a statement will be made at the begin­
ning of each session of Congress setting out the receipts and the outlays and providing that the expen­
ditures cannot exceed the receipts. Now, we can spend more than that if necessary. If an emergency 
arises, Congress may vote by three-fifths of both houses to spend more, so there is flexibility there that 
some do not realize. Some have said the president would not have an important enough part to play 
in the budgetary process under this proposed amendment. That is not true. The amendment provides 
in specific terms that the Congress and the president shall ensure that the budget remains balanced 
and that they shall take the steps necessary to accomplish this. 
Senator Leahy 
First of all , I would like to say it is an honor for me to be here . This is the first time I have been in 
your state, and it is especially pleasing to be here at The Thurmond Institute. Senator Thurmond 
assured me he would stamp my visa to give me safe conduct and that I would serve a useful purpose 
in giving him an opportunity to show how misguided in economi c matters we Yankees are . 
Let me state at the outset , like everybody else, I would like to see a balanced federal budget. We 
would all like to see a balanced federal budget. If you poll the people of this country and ask them if 
they want a balanced federal budget , they would say, " Yes." However, if you ask the next question , 
" Would you like a balanced budget today if it would bring about a depression?" then the answer 
becomes a bit different. You have to understand that even though everyone is for a balanced budget , 
there are some times - such as during a severe recession , which we are in today - when it may not 
be desirable. The strict requirement for a balanced budget is a prescription for wholesale economic 
disaster during a depression. 
When we were voting on this matter in the Senate, I stated then that if it were a secret ballot, if 
nobody knew how the members voted , the proposed constitutional amendment probably would 
have gotten only 20 or so votes instead of the higher number that it did . I had a number of senators 
come up to me and tell me they were voting for it, it was a popular thing to do, but they knew their 
constituents would not favor it by the time it came up for a vote back home. That is very troublesome 
to me because it seems we should not play games with a constitutional amendment. 
President Reagan was elected partly on the basis of his pledge to balance the federal budget. In­
stead, he asked for an enormous tax cut and an extreme increase in defense spending and stated that 
he would borrow the money necessary to meet this increase. Instead of following the legislation that 
Senator Thurmond described , the president ignored it and has proposed the greatest deficits in our 
nation's history. 
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Suppose we could have a balanced budget today. Econometric theories and models have shown 
that it would cut out economic growth by 10 percent, and it would increase unemployment by 50 
percent to 15 million people in this country. Now, I question how right it is to risk a depression just 
for what may be a short-term political gain. 
It is true we could waive the requirement for a balanced budget during a war. Does that mean if 
we wanted to change any kind of economic theory, we are going to have to go to war? I remind you 
of what President Eisenhower once said, "If our economy should go broke, the Russians would have 
won an even greater victory than anything they could obtain by going to war." 
I made some suggestions regarding the authority to waive the balanced budget requirement if 
unemployment reaches 10 percent, and my proposals were rejected. I proposed 16 percent. Re­
jected. Twenty percent? Rejected. A depression? Rejected. I think it is as important that we look at our 
economic health as anything else. It may be as important that we be able to spend if necessary to pull 
ourselves out of a depression. 
I am not in favor of the constitutional amendment. I see it as a way for a president and the Con­
gress to hide behind something knowing the courts are going to make the ultimate determination, not 
the legislative body, knowing we will remove all checks and balances so we can say we have done 
something. It would be far better, as far as I am concerned, if we stop having either huge tax cuts or 
huge spending, whether in defense or social programs, unless we can pay for them. We should start 
paying as we go, not hide behind gimmicks. 
Professor McKenzie 
I want to say I am pleased to be back here at Clemson University after five months in Washington 
at The Heritage Foundation. If you want to learn of the sanity of a balanced budget amendment, all 
you have to do is stay in Washington for five months. 
James Madison wrote 200 years ago, "If men were angels, no government would be necessary." 
Madison understood that men and women are far from angelic. Consequently, in framing a govern­
ment to be administered by passionate, real-world politicians, we recognize that many are statesmen, 
but many are not, as Madison observed. The real difficulty lies in first enabling the government to 
control the governed and then obliging it to control itself. 
The balanced budget, tax limitation amendment now before Congress is nothing more than a 
reassertion of the Madisonian view of humanity and of democracy. Our political leaders are not the 
angels they sometimes pretend to be. Government must be obliged to control itself. With a $1 trillion 
plus federal debt, the probable addition of $420 billion more to the debt over the next three fiscal 
years, the many years of double digit inflation spawned by an almost unbroken record of annual 
federal deficits, and a federal budget which now exceeds three-quarters of $1 trillion and may ap­
proach $1 tri Ilion by 1986, need I say more about the sanity of putting the constitutional brakes on the 
Congress? 
I grant you that the debate over the amendment is actually an issue of government regulation. But 
it is regulation of government, not regulation by government, that is at stake. I presume our op­
ponents are here to say, without grinning, there is no problem and no need for the regulation of 
government. That is hard to accept. 
Among the opponents of the balanced budget amendment, there are two schools of thought: 
cynicism and skepticism. They think we represent naive optimism. I maintain that Senator Thurmond 
and I are here to represent the only viable alternative: realism. "Politics as usual" cannot continue. 
The $100 billion in interest the federal government will pay this year will equal the federal debt it will 
incur. Several years ago, economists argued, maybe not in good common sense, that current govern­
ment deficits cannot burden future generations. I tell you we are living in the future of our immediate 
past, and the main reason we are i ncu rri ng a $100 bi II ion deficit th is year is that we are doing our best 
to shift to future generations the government burden that has been our legacy. 
Opponents of the balanced budget amendment will tell you it is not needed, that Congress can 
and will balance the budget by ordinary political means. Making that argument, it seems to me, is 
much like telling the drunk he can resolve his problem by continuing to drink. To reform their ways, 
drunks need constraints, often self-imposed constraints. Now, I do not mean to suggest that all 
members of Congress are drunks, but I do mean to suggest that when it comes to the budget, power 
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has some inebriating and debilitating effects. Members of Congress need restraints. That is what con­
stitutional democracy, as opposed to open-ended democracy, is all about. 
Opponents also maintain that the balanced budget amendment is a back door means of curbing 
the size of government. You bet. We have no hidden agenda. A constraint is a constraint. 
Finally, opponents of the amendment argue that the balanced budget amendment advocates are 
attempting in a covert manner to impose a particular, arcane economic ideology on the budgetary 
process. On the contrary, I cannot think of a more open political process than that of the amendment 
process. 
I cannot think of a more severe political test than the ratification test. I cannot think of a more sen­
sible rule than people and government must, over the long run, live prudently within their means. 
With polls showing 75 to 80 percent of the voters in favor of the balanced budget requirements, I can­
not think of a single political issue that has greater political appeal. Rather than imposing anything on 
anyone, Senator Thurmond and I, along with other advocates of this amendment, seek to convince 
Senator Leahy, Professor Hite, and others of the soundness of our position. 
Professor Hite 
Well, let me say, first of all , that Professor McKenzie is wrong in that neither Senator Leahy nor I 
are willing to say there is no problem. I, personally, have no doubt there is a problem , and we are not 
here arguing whether or not it is desirable to have a balanced budget. At least for my part, I think it is 
desirable to have a balanced budget in most cases. I have a great deal of sympathy, almost total sym­
pathy, with the fundamental objectives of those who are urging a constitutional amendment to re­
quire a balanced budget. It is clear to me the American economy has changed over the years and 
there are some problems to developing wise national economic policy that may be fundamental and 
may rest in the Constitution, but I do not think that a balanced budget amendment to the Constitution 
is necessarily what we need. Indeed, I think it would be a serious mistake. 
My objections to the proposed amendment are primarily technical. They illustrate why so many 
economists oppose this amendment. I do not know what a poll of all the professional economists in 
this country would tell us about support for the amendment, but I do know many of the leading 
economists in the country, including six Nobel Pri ze winners and 11 past presidents of the American 
Economic Association, are on record in opposition to this amendment. Their reasons for opposition 
to it are not political philosophy, but sound technical and scientific considerations suggesting that in 
practice the amendment would not do what its supporters intend it to do. 
I think the public needs to understand some of the technical problems that would arise with this 
amendment. For instance, as an economist, I spend a good deal of my time trying to forecast 
economic events. We can do a fairly good job of forecasting economic trends over a two-, three-, or 
four-year period, but we do a very poor job of trying to forecast economic events in a specific year. 
Our science is just not that good , and it may never be. 
All the forecasts we make are based on sets of assumptions, and for each different set of assump­
tions there is a different forecast. In forecasting federal revenues, assumptions have to be made about 
events and situations that are independent of short-term federal spending and taxation. There are 
always going to be many sets of assumptions that seem realistically possible, some of which will pro­
duce relatively low forecasts of revenue and some of which will produce relatively high forecasts of 
revenue. Indeed, there may be a 25 or 30 percent difference between the high revenue forecast and 
the low revenue forecast depending upon the assumptions. There is no way of knowing in advance 
just what set of assumptions is the realistic one because many of those different sets of assumptions 
will seem equally plausible. Since there is no way to know in advance which assumptions are correct, 
there is no way to correctly forecast the revenue. 
What does this mean? It means if we consistently take a revenue forecast that is somewhere be­
tween the high one and the low one - about halfway between - we are likely to be reasonably ac­
curate in our revenue forecast. But, in any given year, the forecast may miss the actual revenue by a 
fairly large amount. So, if we assume there is an honest and good-faith effort by the Congress to make 
a balanced budget amendment work, the Congress will have to take the moderate revenue forecast 
every year. Even doing that, there still will be deficits that will occur inadvertently in a great many 
years simply because the revenue forecasts are too high. These will be unplanned deficits, and profes­
sional economic forecasters simply do not have the skills to do anything about them. 
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More worrisome to me is the high probability that given the history Senator Thurmond alluded 
to, Congress will not make an honest, good-faith effort to live up to the spirit of this amendment. One 
of the reasons the amendment is being proposed is that Congress has shown itself unable to exercise 
discipline in its spending. Congress likes to spend. There already is a statute requiring a balanced 
budget, as was pointed out, and Congress has found ways to evade it. To evade the balanced budget 
amendment, all Congress must do is choose that set of assumptions that provides for the largest 
plausible amount of revenue. In other words, Congress could - and probably would - fudge on the 
forecast. And, while many economists might suspect the forecast is too optimistic, there is no scien­
tific way to prove that it is. 
So, we would continue to have unbalanced budgets, but, in addition, there would be a great deal 
more incentive for dishonesty in official economic forecasts. Indeed, if Congress were to operate con­
sistently with the highest possible revenue forecast, the amendment would increase the deficits on a 
year-in, year-out basis. The amendment would increase the deception that is practiced on the 
American people with regard to economic policy, and that likely outcome is enough in itself, to me, 
to make the amendment objectionable. 
Discussion 
Ms. Estes 
With those opening statements as our foundation, we plan now to get into this subject a little 
deeper. We are going to have a discussion of the basic issues you have been hearing for the past 20 
minutes. All of us on the panel intend to jump in and talk when we wish to make a point. After we do 
that, we want you, the audience, to question our panel members. 
I shall start with you, Senator Thurmond. It is my understanding that the amendment that passed 
in the Senate calls upon Congress to pass legislation implementing the provisions once the amend­
ment becomes part of the Constitution. What kind of legislation would you envision or perhaps even 
propose yourself? 
Senator Thurmond 
This legislation would embrace a number of subjects. 
For instance, it would deal with national income. What is national income? Just how broadly is it 
defined? Is it just wages and salaries and amounts paid to individuals? This would have to be defined. 
Next, the procedure for testing this constitutional amendment would be set forth. Who could 
bring suits? Congress would help pass it, so are suits going to be limited to members of Congress or 
members of the government, or could a member of the public bring a suit? I would favor a member of I· 
the public bringing the suit if necessary. This amendment is so important that it must be enforced. If 1¥ 
some member of Congress did not bring a suit, I think a member of the public - the tax­
payers - ought to be allowed to do so. 
Then the question of penalties will arise. That would have to be taken into consideration. 
Should the requirements of this amendment be waived in a time of war? There would have to be 
some provision made for that. 
There are a number of questions that arise, but this legislation will be drawn carefully by the 
Senate Judiciary Committee, and the amendment would be put in specific terms for enforcement pur­
poses. That is important, and I know it would be done. 
Senator Leahy 
I think the matter of implementing legislation is sort of like a heavy wind hitting a fig leaf of a con­
stitutional amendment. It is going to blow the amendment away, and that may create certain embar­
rassments. 
I think we should pay close attention to what people in the past, like John C. Calhoun, have said 
about not being too eager to amend the Constitution. We really are using this amendment as a fig 
leaf. We can't get implementing legislation any better than Senator Byrd's amendment, which we 
already have. 
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What we don't want to do is look at the hard question. For example, if we had full employment 
today, the budget would be balanced because every one percent of unemployment is costing us 
around $25 billion. Let's say we had that balanced budget today. We do not have a war. But if we had 
it, and if we followed the argument of the president that we can't cut defense, veterans' benefits, 
social security, or medicare, then where do we cut? It means we have got to cut 64 percent out of the 
rest of government. Are we going to cut the FBI by 64 percent? Pollution control? Medical research? 
Anti-drug efforts? The Coast Guard? Agricultural research? Education? 
I agree with what Professor McKenzie has said. Those who are supporting this amendment want a 
fundamental change in government. There is your fundamental change. Cut out 64 percent of just 
about everything. 
Ms. Estes 
Obviously, you believe it is possible to balance the federal budget because you want to require 
the constitutional amendment. If it is possible to balance the federal budget, why is it not balanced 
now? Is Congress irresponsible? 
Senator Thurmond 
Congress has not shown the restraint necessary to do it, and I think it has to be mandated. 
The pressures on Congress are so great. Members of Congress want to please their constituents, 
and they go for all these programs of excessive spending. They do not resist. The easiest way is to just 
go along. In my judgment, we have got to arrange the system that will provide the discipline 
necessary to make the Congress do what it ought to do. 
Now, I mentioned the present statute. We have a statute on the books now, passed in 1979, but 
Congress has not adhered to it. If we had a constitutional amendment, congressmen would have to 
adhere to it. If they did not, a suit could be brought to make them adhere to it. So far as this statute 
goes, it has had no effect. Even if a statute were effective, an appropriation or another statute could be 
passed subsequent to it, and that would supersede the previous statute or appropriation. In other 
words, you could pass one statute today and another one tomorrow to supersede it. That is not true 
with a constitutional amendment. 
Now, I think the states will ratify this amendment. I believe they will do it in two or three years in­
stead of the seven years provided in the amendment. Furthermore, this amendment will not take ef­
fect until two years after the last state has ratified it. As you know, it will take 38 states to ratify it, three­
fourths of the states. When those states have ratified it, then you go two more years. That is a lot of 
flexibility, and Congress is put on notice. It knows it has got to balance that budget under the Con­
stitution, and it will begin, I think, to slow up spending the moment this amendment is adopted. It will 
have a great effect from that standpoint. 
So far as manipulation of the figures is concerned, we have the Office of Management and 
Budget, which estimates receipts and expenditures, and we have a Congressional Budget Office do­
ing the same thing. I do not think there would be too much of a problem with coming up with a set of 
figures that can be accepted by everyone. 
Ms. Estes 
Senator Thurmond, your counterpart in the House, the Chairman of the House Judiciary Com­
mittee Peter Rodino, says in Newsweek magazine that he does not believe it is possible to balance the 
federal budget. 
Senator Leahy, do you think it is possible to balance the federal budget whether or not we have 
an amendment? Since you do not want the amendment, what can be done to make Congress more 
responsible and to discipline itself to do it without the amendment? 
Senator Leahy 
I think it is possible. In fact, if I didn't think it was possible, I might have found myself holding 
hands with my distinguished chairman, Senator Thurmond, and voting for this. 
But let's just stop and see what happens. It cannot be done just by calling the Congress slack. 
There are a lot of people who have voted for an awful lot of cuts, but no president since Herbert 
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Hoover has stated as strongly his dedication to a balanced budget as Ronald Reagan. I think it was 
during the Great Depression when President Hoover said he would get the budget balanced so as to 
bring about business confidence even further into the depression. But Ronald Reagan came to office 
strongly in favor of a balanced budget. He then said he would veto any spending bills that did not 
follow what he wanted. In fact, when there was one budget about one-half of one percent off from 
what he wanted last year, he vetoed it, brought the government to a halt for a day or so at enormous 
cost, and went on from there with a new bill. He said he would not sign any tax legislation that was 
not exactly what he wanted. 
So, let's look at what we have. We have the four largest deficits in our nation's history, the doubling 
of the national debt in four or five years based on a budget proposed by the president, a budget 
which he says if it is off at all, he will veto. I think what you need is some presidential leadership here. 
Both the president and the Congress must realize if you want extra goodies - whether it be a tax cut, 
increase in defense spending, or anything else - then you had better be able to pay for it. If you have 
to borrow for it, you are going to have these huge deficits. Whether you have got a constitutional 
amendment or not, there are going to be those who find their way around it unless you have that 
commitment. It has to go beyond just a campaign promise. It must go into the presidential budgets. 
Senator Thurmond 
Now, Ronald Reagan had a tough road to go. He had to follow Jimmy Carter. 
Senator Leahy 
Let's look at that. Up to the time of President Jimmy Carter, the largest deficit since World War II 
was the last budget of President Gerald Ford. After President Ford, the deficits started coming down 
and kept coming down under Jimmy Carter's budgets until we started into Ronald Reagan's budgets. 
Then, even the deficits under President Ford would have looked good. Deficits under Ronald Reagan 
have skyrocketed. 
Senator Thurmond 
Isn't it true that President Reagan advocated reduction in the Carter budget of $40 or 50 billion 
his first year in office and obtained it? 
Senator Leahy 
He certainly did. He also asked for a $700 billion tax cut at the same time, and he said if he had 
any economic plan passed that he did not approve of, he would veto it. I think he has to take a great 
deal of credit for the deficits we have. 
Professor Hite 
I think there are some alternative ways to go here, and I would like to get them on the table. 
It seems to me one reason we have been fairly successful in maintaining a balanced budget here 
in South Carolina is because the governor has the line-item veto. Indeed, as we all well know here at 
Clemson, the governor used that line-item veto this past year to bring some discipline to the 
Legislature in terms of fiscal matters. It seems to me if we really want to try to get some discipline in 
federal fiscal matters, we ought to seriously think about a constitutional amendment that would give 
the president the line-item veto and forget all this charade about requiring a balanced budget. Under 
those conditions, the president could enforce a balanced budget unless Congress was overwhelmingly 
opposed to it. 
Senator Thurmond 
We considered that. When I was governor, I vetoed line items, and I think it is a good policy. I 
would like to see the president have that power. A number of senators would not go along with that. 
We had a very close vote as it was, and we could not have gotten it through if that had been done. I 
would favor a separate amendment that would provide that authority. 
10 
Ms. Estes 
Dr. McKenzie, your writings indicate you have a pretty strong distrust of government and govern­
ment' s ability to get things done. What makes you think that even with a constitutional amendment, 
Congress could not circumvent the provisions to spend money on its pet projects? 
Professor McKenzie 
I am sure th e risk will always be there, even with the constitutional amendment, and there are 
escape hatches. Many people point out all these economic disasters to make a case against the 
amendment. They will conjure up these economic disasters and suggest there is no way of getting 
around it. Senator Thurmond has pointed out that Congress, by a vote of only 60 percent, can incur a 
deficit if the need arises. 
I think we are going to have deficits, even with the constitutional amendment passed. What this 
amendment would do is put a little more heat on Congress to balance the budget. That means we 
perhaps should not anticipate balanced budgets, but expect marginally lower deficits than we would 
have in the absence of the amendment. That' s the reason I am for it. I am trying to bring some control , 
maybe not perfect control , but some additional controls on Congress. 
Now, as to Professor Hite' s comments about the difficulty of forecasting, ! can only say life is 
tough. It is tough for all of us. It is tough for business to be able to plan. I am sure Dr. Atchley, our 
president at Clemson, can give all kinds of reasons why it is tough to balance the University's budget , 
but he somehow is able to do it within reasonable bounds. 
All I can say is we need to impose some discipline on these congressmen to force them to make 
the tough decisions and cut back when revenues fall. The suggestion that somehow we need to run 
deficits in order to balance the economy is nonsense. We fail to realize that every time we try to 
balance the economy by unbalancing the budget, we also unbalance other people's budgets. Con­
sider the housing industry or the automobile industry. Ask yourself what kind of balanced economy 
we have with the deficits we have had. 
Professor Hite 
It seems to me the intent of this amendment, whether it says so or not, is to place into the Con­
stitution a rejection of Keynesian economics. Now, I don't know that I am a strong believer in Keyne­
sian economics, but what I am trying to find out from Professor McKenzie is whether he would reject 
the notion that a deficit in times of economic downturn will break that downturn. 
Professor McKenzie 
Well, first, I don't think it would be a bad idea to constitutionally reject Keynesian economics. It 
has gotten us to where we are right now. 
Yes, we can engage in true Keynesian economics: budget deficits in times of recession and 
budget surpluses in times of inflation. You can always do that by having a reserve fund. Collect a 
reserve fund one year, and draw on that fund when we go into recession. In fact, we cire just imposing 
true Keynesian economics as identified back in the 1930s. That is , you have offsetting surpluses and 
deficits over the long term. 
Ms. Estes 
Senator Leahy, there are "outs" for Congress. In other words, three-fifths of the House and 
Senate could vote to override and have a deficit, or there could be a deficit in times of war. It sounds 
like the "outs" would be easy. Would all the congressmen go to jail if they failed to balance the 
budget as required by the Constitution? 
Senator Leahy 
Well, I don't know. You are talking about getting those extra votes. When you look at the 
number of times a president has to spend tens of thousands of dollars in helicopter rides shuttling 
congressmen back and forth to Camp David, we are probably going to have a new airline called the 
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Camp David International with a terminal at the west front of the Capitol to get those extra ones going 
through. 
Of course, you can do it if you go to war. Senator Daniel P. Moynihan suggested on the floor that 
one way around that is to agree with some country that they would be the one we could declare war 
on every time we need a deficit. He suggested Iceland and that we buy them a small office 
downtown. Then, every time we need a deficit, we would send someone over to the White House to 
say, "Excuse me, but we are now at war. We are going to send one of our recently rehabilitated 
World War II battleships over to lob a couple of shells. But don't worry, they will not hit you 
anyway." When it is over, and we are back in balance, we would probably give them agreed-on 
reparations, maybe a percentage of what the deficit was. Now, it is going to be almost that silly. 
Senator Thurmond 
Now, isn't that just like the evasive tactics of the big spenders? 
Senator Leahy 
Well, I can say on that, Mr. Chairman, that I was not one of the ones who wanted to rehabilitate 
that old World War II battleship as you will recall. I think I saw the folks on the other side of the aisle 
supporting that. 
Senator Thurmond 
Well, there is no use in building a new battleship if you have got one that can be rebuilt at half the 
price. 
Senator Leahy 
Well, if we ever get back into World War II, we are all set. 
Two things come to mind. One is that somebody may point out we have digressed too much. 
Secondly, I find that having made those last two comments, my position on the Judiciary Committee 
may no longer be as secure as I once thought. 
Questions and Answers 
Ms. Estes 
I have more questions, and I may chime in. But we don't want to take up the entire discussion. 
We do want to give all of you a chance to ask some questions. So, we will take 10 or 15 minutes, and 
we would like for you to pose questions to whomever you wish. 
Question 
This question is for either Senator Leahy or Senator Thurmond. For the last 30 years, as you have 
pointed out, deficits have grown as have inflation and unemployment. Is it possible that the deficits 
are the cause of the problem rather than a cure for the problem? 
Senator Thurmond 
I think the deficits are the cause of most of the trouble today. We have the highest interest rates 
we have ever had. There is no question in my mind that those high interest rates result from the big 
federal deficits: spending and spending more than we have, borrowing and borrowing. And the Con­
gress will not stop it. I have been in Congress for 28 years now, and I have seen it. 
The budget has been balanced only twice since I have been there. Therefore, just as Professor 
McKenzie said, I think you have got to impose discipline. You have got to mandate, you have to force 
these congressmen to stay within their budget. 
It is nice to try to please people, and they want to spend. Spending makes friends for members of 
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Congress and helps them get reelected. Maybe that is another thing that will help, too. We might get a 
better category of people there if we adopt this amendment. I am convinced that is the only way to 
stop this spending. The only way the taxpayers are going to benefit is to balance this budget, and I 
think to do that we must have this consitutional amendment. 
Senator Leahy 
I have talked to economists all over the country. I tried to pick liberal, conservative, moderate, 
and some I had no idea what their particular feelings were. I asked them the same question, "If we 
could balance the budget today, what would happen to unemployment?" 
The general figure comes back the same as the Wharton study: We would probably add more 
than five million people to the rolls of the unemployed if we could do it instantaneously, today. 
Unemployment figures have gone up, and the deficits have gone up. I think some of the 
economic policies that have driven those deficits up have been some of the same things that have in­
creased unemployment in this country today. If you bring that unemployment down, those deficits are 
also going to come down. 
Professor McKenzie 
Senator Leahy' s comments are indicative of the problem we are facing. Suppose conditions 
were such that we had to eliminate $150 billion of debt today. What would happen today if we had to 
do it today? They talk as if that is the way this thing is going to come into being. In fact, it will probably 
take two or more years to get the amendment passed. The amendment will take effect two years after 
it is ratified. Then, if we are going to create this economic havoc they want to describe, all the Con­
gress has to do is vote by 60 percent majority for these deficits for the transition period to get us onto 
the straight and narrow road. 
Professor Hite 
I happen to have been one of those persons who was over in the radical fringe and thought the 
Congress should have passed the kamikaze budget this year. If I were a dictator, I would balance the 
budget right now, regardless of the cost. I am in favor of balancing the budget. I want to make that 
clear, and I am in favor of doing it at a very high price, if necessary, because I think that cost is the 
price we have to pay for economic prosperity in the future. 
My problem is that I just think this amendment will not do it. It will deceive the American people. 
It will allow a lot of politicians to hide behind it, making people think they are trying to balance the 
budget when they know they cannot because they don't have forecasts good enough. The very 
reason they would not support Senator Thurmond on a line-item veto amendment is they know it 
would work and this amendment will not. 
Senator Thurmond 
Well, what would do it? 
Professor Hite 
The line-item veto will do it. 
Professor McKenzie 
We all seem to be in favor of that. 
Senator Thurmond 
We are in favor of that, but we don't have a chance now of getting it. The matter before us now is 
this amendment. The other can come on later, which we will try to get. 
Question 
In the three to five years, Senator, it takes to pass this amendment, then given two more years, 




Well, the deficits will probably continue until we do get this amendment, but you have this flex­
ibility here, just as Professor McKenzie said. You have two more years after the states ratify it, so that is 
four years. Congress is put on notice that it has got to have the budget balanced by that time. If it does 
not, suits can be brought, and I hope they will be brought. I would join in a suit myself to force the 
Congress to balance the budget. 
It just does not make any sense. Nobody has come up with any other answer. What other ansv\er 
is there? The Congress has proven it will not do it. Now, we are going to make it do it if we adopt this 
amendment. 
Senator Leahy 
Well, I am concerned that we will just do away with the Congress and turn it over to the courts to 
decide, every single federal court all over the land being able to take its own shot, based on its own 
economic theory or the lawsuit before it. If you want to talk about something chaotic, can you im­
agine every single federal court taking a shot at what is going to be the federal budget for that year? 
There is a much easier way, and we could have done it a year and a half ago. Simply take the 
steps that have been laid out by the Senate Budget Committee under some very good bipartisan 
leadership - good conservative, strong, bipartisan leadership. They laid out a blueprint that would 
have brought us to a balanced budget within the president's present term. Had he followed that or 
had he presented a budget at least within the broad parameters of that, we would be facing a balanced 
budget now, if not next year. Instead, because it is so obvious we are not going to have that, I think we 
are going through what is really a charade. The president comes up to Capitol Hill in 95 degree heat, 
lines up everybody behind him - the new secretary of state, the secretary of defense, with these little 
flags waving in the heat. This would really impress the rest of the world when they see all of this talk 
about how we are going to have a balanced budget by a constitutional amendment 10 years from 
now. The time to start it would have been with the State of the Union message last year. 
Question 
I would like to direct this to Senator Leahy. You have attacked President Reagan for proposing an 
unbalanced federal budget, and I think one of the reasons he has done that is because he doesn't 
control the House of Representatives and he has to make some Democrats over there happy. 
Professor Hite suggested that an alternative to the balanced budget is the line-item veto, and 
Senator Thurmond suggested that was not politically feasible right now in the Senate. I would like to 
know some of your ideas about what caused the budget deficits over the last 50 years. If you were a 
dictator, what mechanism would you put in place to balance the budget in some reasonable period 
of time? 
Senator Leahy 
First, I would not like to see a dictator anywhere. Secondly, on your earlier question, the presi­
dent has gotten every single thing he has asked for out of the House of Representatives. It has passed 
the House in virtually the same form as it has come out of the Republican-controlled Senate. He has 
had enough Democratic support on every single one of his legislative initiatives to win it. So, do not 
hide behind that rubric. 
I think what I would much rather see is a president supported on his campaign promises. Presi­
dent Reagan came to office saying he would balance the budget. A lot of us, myself included, were 
perfectly willing to stay there and vote with him to do that on some tough political votes. I have voted 
on a number of very substantial budget cuts proposed by President Reagan, budget cuts that were ex­
traordinarily unpopular in my state. I come from a state that is only about 18 percent Democrat; the 
rest are all Republicans and Independents. These were things that were very unpopular, and yet I sup­
ported the president on them. 
But the president is going to have to propose an overall economic plan that will bring about a 
balanced budget. Had the president done that, I think we would have had it. Now, that would have 
been the same of any president coming in, Republican or Democrat. The mood was there in the Con­
gress to support a program to bring about a balanced budget. President Reagan could have done it; 
"President Jones" could have done it during this time. I think a great opportunity was lost. 
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Professor McKenzie 
Well, it seems to me the real problem with the budget is much like the problem with a polluted 
pond. Each of us can throw a bucket of waste into a small pond and can reason that our bucket of 
waste doesn't materially alter the environmental quality of that pond. But the end result of each of us 
throwing a bucket of waste into that pond is a cesspool. 
Now, in Congress, what we have is an open-ended budgetary process where all the senators and 
representatives can throw their buckets of bills into that pond. Each can claim that his little bucket of 
bills is not materially affecting the overall size of the budget or the deficit. They then can claim that 
responsibility for the deficit is not theirs, it is the other 534 members. I am sure Senator Leahy doesn't 
go back to Vermont and say, "I am responsible for the deficit you are now incurring." I have never 
heard Senator Thurmond make that claim. It's all perfectly accurate; they are not individually respon­
sible for it. 
What we have to do is impose some sort of collective, corporate responsibility on the Congress. 
That is what the balanced budget, tax limitation amendment attempts to do. 
Question 
I would like to know under what administration the budget was balanced. Who was the presi­
dent? How was it balanced? It seems that we keep adding horses to the farm when we don't have the 
hay to feed them. I believe the federal government has more horses on the farm than it can feed, and I 
believe we need to cut some of the horses. 
Senator Thurmond 
I agree with that. I believe we could cut 10 percent from the federal government. I think this pro­
motes efficiency. 
I believe the budget was balanced one time during President Nixon's administration. 
Senator Leahy 
I believe one time was in 1969 and the president was Lyndon Johnson. I have to give you credit 
for that one, Strom. I was too young to serve in the Senate at that time. 
Senator Thurmond 
If you stay around long enough, you will learn. 
The other one was Lyndon Johnson. Those are the only ones I recall. 
Closing Remarks 
Ms. Estes 
I want to thank all of you for coming, and I want to thank our panelists for giving us these insights 
and this opportunity to reach our own conclusions on this important issue. 
Senator Thurmond 
We thank you, Ms. Estes, for being such a good moderator. 
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